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Revenue Ruling 74-99, 1974-1 C.B. ‘31 modified Rev. Rul. 72-102 and required
that a homeowners association, L .~der to qualify for exemption under section
501(c) (4) of the Code, (1) must =_..e & “ocommmity® which bears a reasonably
recognizable relationship to an area ordin‘ari_,ly'_qidfeﬁtlfied__as governmental,

(2) must not conduct activitiea dimotedtgthcexterior maintenance of

private residences, and (3) the oomonaxmorfaoulties it owns and
maintains must be for the use and enjoyment Qfgthq;‘l‘ze“neral‘public. It stated
that while an exact delineation of thojbow;dari’u”o!”tha‘ *ocommuni ty"

contemplated by section 501(c)(4) ia not possible the term as usad in that
section has traditionally been construed as having reference to a geographical
unit bearing a reasonably recognizable relationship to an area ordirarily
identified as a governmental subdivision or unit ~r district thereof. It
further clarified that Rev, Rul. 72-102 was intendad only to approve ownership
and maintenance by a homeowners association of such areas as roadways,
parklands, sidevalks, and street lighta;‘"jipée,sa,;_t.d‘.";or the use and enjoyment
of which is extended to members of the genaral public, as distinguished from
controlled use or access restricted to the members of the homewoners

assoclation. e

Since membership is limited to property owners and residents in the
M\. : of the

the organization has a provision to enforce restrictive
covenants, and you do not meet the definition of a governmental unit, you are
organized and operated for the personal benefit of your individual members.
Therefore, you do not qualify for exempt status under section 501(c)(4) of 'le
Code or under any related paragraph of seation 501(c). .
Since your organization is not e.védpt you will be required to file a Federal .
income tax return on.Form 1120 for t.h.e'p_erlod. ending & .

If you do not agree with our proposed denial, ‘we recomoend that you request a
conference with a member of the Regional Director of Appeals Staff. Your
request for a conference should include ‘a written appeal signcd by an :
authorized officer giving the facts, law, and any other pertinent. information
to support your position as mcplninediri,.the'.mlbsed Publication 892. If
you are to be represented by someone who is not one of your author_ized

of ficers, he/she will need to file a power of attorney or tax information -
authorization and be qualified to practice before the Internal Revenue Service
as provided in Treasury Department ‘Circular No, 230, The conference may be
held at the Reglonal Office or, if. you request, at any autually convenient
District Office. : e e
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